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ABSTRACT: The construction industry should be a priority to all governments because it 
impacts economically and socially on all citizens. Sector turnover in industrialised economies 
typically averages 8-12% of GDP. Further, construction is critical to economic growth. Recent 
Australian studies estimate that a 10% gain in efficiency in construction translates to a 2.5% 
increase in GDP  
 
Inefficiencies in the Australian construction industry have been identified by a number of recent 
studies modelling the building process. They have identified potential savings in time of between 
25% and 40% by reducing non-value added steps in the process. A culture of reform is now 
emerging in the industry – one in which alternate forms of project delivery are being trialed.  
 
Government and industry have identified Alliance Contracting as a means to increase efficiency 
in the construction industry as part of a new innovative procurement environment. Alliance 
contracting requires parties to form relationships and work cooperatively to provide a more 
complete service. This is a significant cultural change for the construction industry, with its well-
known adversarial record in traditional contracting. Alliance contracts offer enormous potential 
benefits, but the Australian construction industry needs to develop new skills to effectively 
participate in the new relationship environment.  
 
This paper describes a collaborative project identifying skill needs for clients and construction 
professionals to more effectively participate in an increasingly sophisticated international 
procurement environment. The aim of identifying these skill needs is to assist industry, 
government, and skill developers to prepare the Australian construction workforce for the future. 
The collaborating Australian team has been fortunate to secure the Australian National Museum 
in Canberra as its live case study. The Acton Peninsula Development is the first major building 
development in the world awarded on the basis of a joint alliance contract.  
 
KEY WORDS: Skill development, alliance contracting, relationship contracting, partnerships, 
procurement, building construction. 
 
INTRODUCTION 
Construction impacts all Australians, but inefficiencies prevent the Australian building and 
construction industry from achieving its full potential. Challenges facing the industry include 
globalisation, advances in technology, environmental factors, and changes in the structure of the 
Australian economy. As public and private sector clients increasingly seek single source 
solutions, there is a need for the various sectors of the industry to cooperate as a seamless 
provider of design, finance, construction and maintenance services. The underlying supply 
chains and business systems within the industry need to be redefined and move from a short term 
project-to-project culture to one which is more strategic, long term and enduring. Networks of 
firms provide greater integration, financial strength and stability, allowing firms to respond 
effectively to emerging opportunities. A process of reform is now emerging to ensure 
construction contracts focus on project value-adding relationships rather than traditional 
adversarial and legalistic approaches. 
 
Cost structures of all industries include construction costs and therefore construction 
performance affects productivity across all sectors of the economy. Efficiency improvements in 
the construction industry also have a greater and more direct impact on the GDP than is the case 
with other service industries. Senator Chris Schacht, former Australian Federal Minister for 
Science and Small Business, highlighted this in his opening address to the Construction Industry 
Development Association’s first National Conference in May 1993: 
 
Results from a recent study of the impact of micro-economic reform in service 
industries show that potential efficiency gains in the construction industry have a 
greater impact on growth in GDP than do similar gains in any other industry. The 
construction industry (excluding housing) is the sixth largest service industry, yet it 
can make over twice the impact on GDP as comparable efficiency gains (in 
percentage terms) in health or education, which are industries of similar size ... a 10 
per cent gain in efficiency in the construction industry would lead to a 2.5 per cent 
gain in GDP. 
(Schacht, 1993, p3 – quoting results from Stoeckel and Quirke, 1992) 
 
Inefficiencies in the Australian construction industry have been identified by a number of recent 
studies, including the Royal Commission into Productivity in New South Wales (RCBI 1992), 
and the Construction Industry Development Agency has had a considerable impact in developing 
a culture of reform. Two recent studies which have taken a broad view of the whole process are 
the T40 Study (Ireland, 1994), and a CSIRO study of re-engineering construction (Mohamed and 
Yates, 1995). Both studies modelled the building process and identified potential savings in time 
of between 25% and 40% by reducing non-value added steps in the process. 
 
The Australian Government is providing leadership in implementing the Building and 
Construction Action Agenda—designed to create a world class business environment and lift 
national competitiveness of the Australian construction industry. Industry and Government 
leaders are working together to create a marketplace that rewards enterprise and encourages 
firms and individuals to make the most of their talents. The Government has now committed to 
experimenting with strategic alliance contracts in constructing the National Museum of Australia 
in the national capital, Canberra. This significant project will act as a test bed for this research.  
 
Alliancing offers potential benefits, but the industry needs new skills to complement the new 
relationship environment. Project alliancing is different from other relationship arrangements, for 
example partnering, in that it is more all encompassing. Alliance partners are selected on the basis 
of their expertise and ability to meet stringent performance criteria before price is considered. In 
alliancing, trustworthy, committed and world-class professional and competent firms are invited to 
joint with the owner/client to develop the project. As an alliance of talented professionals pooling 
resources to achieve the project goal, they develop the project price target through design 
development with agreed risk and reward sharing arrangements established that can only be realised 
upon completion of the project satisfying agreed core key performance indicators. The expected 
cost savings are derived from improved value for money through leverage of skills and expertise of 
the alliance partners in developing the project concept through to delivery. This project will 
identify skill needs for clients and construction professionals for more effective participation in 
sophisticated procurement environments and assist industry and government to prepare the 
Australian construction workforce for the future.  
 
Working in a more sophisticated manner in which win-win outcomes are demonstrated reaps 
significant productivity results. Walker (1998) in a study of 45 Australian projects identified 
significant differences in construction time performance between what may be viewed as best 
practice and business as usual practice. For example when measuring the impact of the client 
representative's team relationship management skills with the construction management team (as 
rated by the construction management representative), a result of a 28% improvement in 
construction time performance was found for higher than a 'slightly good' rating. Similarly, a 
'slightly high' or better rating of 'client representative and construction management team 
communication effectiveness' was associated with a 23% improved construction time performance. 
These measures are indicative of the variance between a best value and business-as-usual approach 
exemplified by traditional attitudes of win-lose rather than win-win strategies. Also, reaping rewards 
from lesson learned from post project evaluations has also been identified as having significant 
value from an organisational learning point of view (see for example Walker and Lloyd, 1998). 
Clearly, developing more innovative procurement requires a significant change in managerial mind 
set than is the case for the majority of construction projects today in Australia and elsewhere.  
 
PROJECT AIMS 
The central hypothesis to be tested in this research is: 
 
That future skill needs in the construction industry, will focus on new innovative 
relationships and organisational behaviours as a result of increased use of alliance 
contracting concepts to procure constructed products. 
 
Further more directed hypotheses will test specific relationships and behaviour metrics. For 
example the importance of negotiation strategies and techniques, understanding team roles, 
developing trust and encouraging innovative activity across firms, understanding legal 
implications, and dispute management techniques will be tested in the case study using the site 
laboratory of the National Museum construction site in Canberra. 
 
Through an intensive literature review and completed complementary research it has been 
identified that new sophisticated skills are required in the construction industry to participate 
successfully in the new innovative procurement environment—but what is essential is to identify 
the skill needs for industry professionals. For example strategic alliance factors identified and 
tested by Hampson and Kwok (1997) include trust, commitment, interdependence, 
communication, cooperation and joint problem solving. Project culture affects the quality of 
communication in terms of shared meaning and aligned objectives.   
 This project is critical to the future development of skills in Australia’s construction industry. It 
is central to the Australian Government building long-term strategic alliances with leading 
researchers and industry skill developers in Australia to better equip the Australian construction 
industry for the future.  
 
EXPECTED RESEARCH PROJECT OUTCOMES 
If it is shown that future skill needs in construction require enhanced focus on new innovative 
relationships and organisational behaviour to respond to the increased use of relationship-based 
or alliance contracting concepts, the following would be likely outcomes: 
 
 Specific skill sets identified, for example; 
- negotiation strategies and techniques 
- understanding team roles 
- developing trust 
- understanding legal implications 
- dispute management techniques 
- adoption of IT for improved processes. 
 
 A strategy for developing new enhanced skills to serve: 
- The Government (major client and regulator) 
- The Industry (designers, constructors and project managers) 
- Skill Developers (colleges, universities and private providers) 
  Results will be disseminated to industry via: 
- national workshops 
- national and international conferences  
- academic publications 
- industry publications. 
 
 Initiate and assist in structuring future industry policy 
- through working with the State and Australian Governments  
 
These outcomes will significantly enhance the Australian Government’s ability to achieve goals 
of its Action Agenda as outlined following: 
 
The Building and Construction Industry Action Agenda brings together industry and 
government to create long term sustainable competitive advantage by identifying the 
actions necessary to lift Australia’s innovative and knowledge creating capacity at the 
sector level. The dissemination of this information throughout the industry via skill 
development and awareness raising activities is essential to the ongoing success of the 
Action Agenda process (DISR, 1999). 
 
The collaborative research team believes this research will have a significant impact on future 
skill development in the Australian construction industry. New enhanced skill development will 
lead to increased innovation and ultimately a more finely developed sense of international 
competitiveness. 
 
BACKGROUND AND SIGNIFICANCE 
The Acton Peninsula Development will be a significant Australian architectural and construction 
achievement. It will comprise the National Museum and the Australian Institute of Aboriginal 
and Torres Strait Islander Studies. The Commonwealth Government has approved total funding 
of $151.9 million, while the ACT Government has also funded an ACT Aboriginal and Torres 
Straight Islander Cultural Centre on the site. This co-location of the Museum, Institute and 
Cultural Centre will create a unique cultural precinct on Acton Peninsula, overlooking Lake 
Burley Griffin in Canberra. 
 
The Acton Peninsula Development is the first major building development project in the world 
(as distinct from a resource development or engineering project) awarded on the basis of a joint 
alliance contract, including the building and services contractor. The Construction Coordination 
Committee, on behalf of the Australian Commonwealth and ACT Governments, has sought the 
most capable team to contribute to the design and carry out the works. The appointed project 
team is committed to achieve outstanding results in all aspects of the design, construction and 
delivery of this significant national project. Innovation and creativity are valued and outstanding 
performance is being rewarded.  
 
The alliance contracting approach for the Acton Peninsula Project is a significant indication of 
the future intent and commitment from a major client body (the Australian Government). The 
current skill development within the construction industry remains entrenched in a traditional, 
technically focused paradigm. This research project will challenge the skill paradigm for the 
future competitiveness of Australia’s construction industry. 
 
To successfully challenge the current skill paradigm in the construction industry it will be 
necessary for the research team to identify new skill requirements for the new procurement 
environment and establish new methods and technologies to implement cultural change within 
the industry. 
 
Alliance contracting in construction is in its embryonic stages of development internationally—
having grown out of the heavy engineering sector, especially the oil and gas industry. Never 
before has this form of contract been used in the Australian building construction industry.  
 
Skills are crucial to any industry and it is extremely dangerous for an industry not to have a clear 
and appropriate skill paradigm to accommodate future trends. A key problem in the construction 
industry is its reluctance to adopt innovation due to the risk of exposure. It is easier and less 
threatening to maintain the status quo. This type of behaviour cannot continue if the Australian 
construction industry is serious about being more internationally competitive – particularly 
within its domestic market.  
 
RESEARCH PLAN AND METHODOLOGY 
The central hypothesis to be tested in this research has been provided earlier. A series of metrics 
relating to relationship and behaviour characteristics will be developed and tested throughout this 
project. The methodology has been formed around the exceptional opportunity to use the 
National Museum on Acton Peninsula as a live case study. The research team has established a 
three-phase approach to test the above hypothesis and ensure its findings are disseminated.  
 
Phase One 
Establish how the industry with its current skill paradigm adjusts to skill requirements necessary 
for the success of an alliance contract and develop a framework for analysis of organisational 
and process linkages. 
 
The data collected for this will primarily be qualitative and use the following methods: 
 Interview quarterly over the life of the project the Alliance Partners on the National Museum 
Project (5 groups – 15 interview subjects). 
 Interview quarterly over the life of the project the Sub-Alliance Partners on the Museum 
Project (10 Groups, including industry bodies – 10 interview subjects) 
 Interview quarterly over the life of the project parties associated with Museum Project but 
not party to the contract. 
 Observe and evaluate processes on the Museum Project. 
 Identify IT implications for new alliance contracts. 
 Identify process innovations to accommodate alliance contracts. 
 Interview parties in the construction industry who have never been party to an alliance 
contract (as a control group). 
 Survey the construction industry to identify specifics. 
1. Identify skills required for innovation and IT in the construction procurement process 
2. Identify new skills required to implement change. 
 
Phase Two 
Phase One will identify some general and specific areas of skills that focus on new innovative 
relationships and organisational behaviour. Phase Two will start breaking down general terms to 
specific skills and make comparisons firstly with other industries with similar contract 
arrangements and secondly with other data collected on the skill base of the construction industry 
internationally. Organisational behaviour theories will be used to identify relationships between 
the procurement process, the framework and the behaviour patterns of the players, eg 
comparisons with other traditional projects will act as a control to explore issues such as the 
Hawthorne Effect. 
 
This research phase will enable the team to comprehensively understand the skill paradigm shift. 
The skill paradigm shift for construction industry may include some of the following: 
 Negotiation processes 
 Understanding team roles 
 Shedding old skin 
 Developing trust 
 Understanding novel legal/contractual implications 
 New dispute management techniques. 
Once the skill paradigm shift is better understood it will be necessary to look at appropriate ways 
for these skills to be taken up. 
 Phase Three 
Phase Three has two outcomes: 
 A strategy to appropriately implement the skill paradigm identified by the combination of 
Phases One and Two. Skill development strategies will be used to identify how best to take 
the key elements of the new process and develop knowledge, attitude and behaviour 
modifiers which will lead to permanent skill and attitude enhancement. 
 Dissemination of the research outcomes to encourage awareness in the following areas: 
-  The Government (major client and regulator) 
-  The Industry (designers, contractors and project managers) 
-  The Educators (TAFE, Universities and Private Providers) 
Gann and Senker (1998) supports this contention that new procurement environment requires 
enhanced skill development for the construction workforce. His recent UK-based research 
highlights the various forms of partnering being adopted to improve performance and strategic 
alliances with other enterprises in supply chains. His research identified a number of skill 
shortfalls to achieve success in this new environment: 
 Intra- and inter-organisational team-building and development 
 Multi-skilled, cross-functional skills development 
 Negotiation and communication skills development. 
 
CONCLUSIONS 
John Moore the former Minister for Industry Science and Tourism identified the construction 
industry as a key priority for the Australian Government, in his 1998 address “Taking the Lead” 
– Australia’s Construction Industry Towards a National Construction Strategy. The Minister 
highlighted the need for skill development: 
 
I am convinced that ongoing skill formation and training are the keys to this industry’s 
future. 
 
The construction industry is a priority to government because it impacts economically and 
socially on all Australians. The turnover in the industry is currently estimated at more than A$40 
billion per year. New building is now worth about A$30 billion per year—10% of GDP. It is 
estimated that a 10% gain in efficiency in construction translates to a 2.5% increase in GDP – 
something all Australians can benefit from. 
 
This collaborative project will identify skill needs for clients and construction professionals to 
more effectively participate in an increasingly sophisticated international procurement 
environment. The aim of identifying these skill needs is to assist industry, government, and skill 
developers to prepare the Australian construction workforce for the future.  
 
The Acton Peninsula Development is the first major building development in the world awarded 
on the basis of a joint alliance contract. The alliance contracting approach is a significant 
indication of the future intent and commitment from a significant client body (Australian 
Government) and provides this research team with an outstanding opportunity to research the 
skill requirement to match this new procurement method on a world class project. 
 
This Research Project is critical to the future development of skills in Australia's construction 
industry. The results from this project will be disseminated effectively to industry via a series of 
national workshops and national and international conferences. Academic publications will also 
be encouraged as part of the goal of achieving a high level of local, national and international 
academic professional and industry recognition from this project. 
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